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SUBJ :U.S. POLICY TOWARD ADB LOANS TO SINGAPORE AND HONG 
KONG 

REF: SINGAPORE 2359 

1 . SUBIECT OF ACCESS OF REASONABLY WELLOFF LDC'S, SUCH 
AS HONG KONG AND SINGAPORE TO THE FACILITIES OF THE ADB 
HAS BEEN UNDER ACTIVE DISCUSSION HERE. LATEST DEVELOPMENS 
A REQUEST BY AUSTRALIA THAT THE BANK ABOLISH ITS POLICY OF 
CHARGINGHONGKONG AND SINGAPORE A PREMIUM INTEREST RATE, 
HAS INJECTEDNEWISSUEINTO THE DISCUSSION AND DELAYED FOR 
THE MOMENT ANY RESOLUTION OF THIS PROBLEM. 

2. GENERALLY, ALL NAC AGENCIES AGREE THAT SCARCE DEVELOP 
MENT FUNDS FROM INTERNATIONAL DEVELOPMENT LENDING INSTI- 
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TUTIONS SHOULD FLOW MAINLY TO THOSE COUNTRIES WITH 
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INADEQUATE ACCESS TO OTHER FINANCIAL SOURCES. THIS POLICY 
ALSO ACCORDS WITH CONGRESSIONAL SENTIMENT THAT OUR ASSIS- 
TANCE SHOULD BE DIRECTED TOWARD THE WORLD S POOREST. 
SPECIFICALLY, IT IS GENERALLY FELT HERE THAT THOSE 

COUNTRIES WHICH (A) HAVE ACHIEVED ANNUAL PER CAPITA IN- 
COMES IN EXCESS OF $1000, (B) ARE MAINTAINING RATES OF 
GROWTH WELL ABOVE THOSE OF THE AVERAGE LDC, (C) HAVE 
GOOD CREDIT RATINGS AND GOOD ACCESS TO COMMERCIAL CRED- 
ITS AND (D) FACE NO UNUSUAL THREATS TO STABLE GROWTH 
SHOULD HAVE THEIR ACCESS TO BANK FACILITIES KEPT TO 
A MINIMUM, BEING USED ONLY IN EXCEPTIONAL CIRCUMSTANCES. 
SUCH A POLICY APPEARS PARTICULARLY APPLICABLE TO HONG 
KONG AND SINGAPORE, GIVEN THE PRESENTTHINNESS OF ADB 
RESOURCES AND THE FACT THAT THESE TWO COUNTRIES CAN 
BORROW ALMOST AS CHEAPLY FROM THE COMMERCIAL MARKET AS 
FROM THE ADB. 

3. AT SAME TIME, WE RECOGNIZE THERE MAY BE INSTANCES 
WHERE EXCEPTIONAL NEEDS OF THESE GOVERNMENTS MAY MAKE 
SOME ADB FINANCING APPROPRIATE. IN SUCH CASES, HOWEVER. 

WE FEEL ACCESS TO THE ADB FACILITIES MUST BE LIMITED 

TO OCCASIONAL, MODEST LOANS AT COMMERCIAL RATES FOR 
SOCIAL DEVELOPMENT PROJECTS, FINANCING FOR WHICH IS NOT 
READILY AVAILABLE ELSEWHERE. THE U.S. POSITION ON 
SPECIFIC LOANS WOULD HAVE TO BE MADE ON A CASE BY CASE 
BASIS IN ACCORDANCE WITH THE ABOVE CRITERIA. 

4. RETENTION OF DIFFERENTIAL INTEREST RATE FOR HONG 
KONG AND SINGAPORE IS AN ESSENTIAL PART OF THIS GENERAL 
POLICY. WE ARE INCLINED THEREFORE TO SUPPORT CONTINUED 
USE OF THE RATE AS BEING IN THE BEST INTERESTS OF 

BOTH HONG KONG AND SINGAPORE AND THE BANK. WITHOUT 
THE PREMIUM INTEREST RATE. ON THE OTHER HAND, THERE 
WILL BE STRONG PRESSURE HERE TO "GRADUATE" BOTH HONG 
KONG AND SINGAPORE ENTIRELY FROM ADB FACILITIES. 

ALTHOUGH OTHER MEMBERS MAY NOT AGREE WITH OUR POSITION 
AND LOANS MAY GO THROUGH IN ANY CASE, WE DO NOT WANT 
TO BE PUT IN POSITION OF VOTING CONSISTENTLY AGAINST 
HONG KONG AND SINGAPORE IN SUCH A CASE. 
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5. YOUR VIEWS ON THIS QUESTION, PARTICULARLY ON THE 
APPROACH OUTLINED IN PARA. 3 WOULD BE APPRECIATED. 
PLEASE REPLY THROUGH STADIS CHANNEL. ROBINSON 
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